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EXPLANATION OF CHANGES TO CHAPTER 644

The attached draft bill (LRBa 2582/1) contains amendments to Chapter 644 of the
Wisconsin Statutes. Chapter 644 was enacted in Apnl 1998, as part of 1997 Wis. Act
227.

During the same floor period when Chapter 644 was enacted, the non-stock
corporation law (Chapter 181) was completely repealed and recreated with the enactment
of 1997 Wis. Act 79 (Act 79). Chapter 644 contains a number of cross-references to
Chapter 181 that deal with certain aspects of the formation, organization, governance and
. operation of a mutual holding company and the rights of its members. Because of the
rewrite of Chapter 181, these cross-references are no longer appropriate.

The attached draft bill was prepared last session to resolve these conflicting
references and to make a few other clarifications. However, it was not completed in time
for introduction last session. In fact, a few modifications to the draft bill are still required
and Scott Hubli of the LRB was working on those modifications when it became clear the
bill would have to wait for the.1999/2000 session for introduction.. The modifications
that still need to be made to the draﬁ are shown by hand interlineations on the attached
draft bill.

Many of the amendments are changes to the numerical cross-references that were
necessitated by the changed numbering system in revised Chapter 181. Those
amendments conform the cross-references to 51m11ar prov1sxons found in revised Chapter.
181.

Other amendments are not simply changes in numerical cross-references, but are
necessitated because some revisions to Chapter 181 need to be adjusted to fit the mutual
holding company context. In those cases, the changes and modifications made in this
draft bill with regard to mutual holding companies are virtually the same as the changes
that were made to Chapter 611 in Act 79 with regard to mutual insurers. It is appropriate
for mutual holding companies to be treated the same as mutual insurers in these matters
because the interests of members of a mutual holding company here are substantially
equivalent to the rights of policyholders of a mutual insurer. .

Following is a list of each of the provisions in Chapter 644 that would be
amended by the draft bill, taken in numeric order, together with a brief description of the
type of change made:

644.04(3)(intro.) Section 611.33, which is referred to in this section and which
governs sales of securities by stock insurers, among other things makes certain provisions
of the stock corporation law (Chapter 180) applicable to stock insurance companies,
including stock insurers that converted from mutual insurers in a mutual holding
company restructuring. An intermediate stock holding company, which is formed as a
stock corporation, is already subject to the requirements of the stock corporation law.



This change makes clear that both types of companies can issue stock, but only the
converted insurance company is subject to Section 611.33.

644.05(1) This mirrors the amendment of Section 611.07(1) contained in Act 79
relating to powers of mutual insurers. It deletes reference to subsections 181.0302(16)
(the right to impose dues, assessments, admission and transfer fees on members) and (17)
(the right to establish conditions for admission of members) because they are contrary to
mutual insurance law and not appropriate for members of either mutual insurance
companies or mutual holding companies. '

644.05(2) This mirrors the amendment of Section 611.07(2) contained in Act 79,
which relates to unauthorized corporate acts. As is true for a mutual insurer, the
commissioner, rather than the attorney general, will be the authority acting with respect
to a mutual holding company. :

644.05(3) This mirrors the repeal of Section 611.07(3) contained in Act 79,
relating to omission of a seal as regards a mutual insurer.

644.05(4) This mirrors the amendment of Section 611.07(4) contained in Act 79,
which relates to waivers of notice as to meetings and actions taken by written consent..

644.08 This mirrors the amendment of Section 611.10 contained in Act 79, which
relates to reservation of corporate name.

644.09(1)(intro.) This mirrors the amendment of Section 611.12(2) contained in
Act 79, which relates to the required content of the articles of incorporation.

644.09(1)(a) This mirrors the amendment of Section 611.12(2)(a) contained in
Act 79, which relates to the requirements for the corporate name.

644.09(2) This mirrors the amendment of subsections 611.29(1), (3), and (5)
contained in Act 79, which relate to amendment of the articles of incorporation.

644.09(3) This mirrors the amendment of Section 611.12(4) contained in Act 79,
which relates to various aspects of by-laws, amendment of by-laws and emergency
by-laws.

644.09(4) This is simply a change in numerical reference to conform the
reference to the newly-revised provisions in revised Chapter 181. The change to Section
644.09(4) is slightly different than the amendment made by Act 79 to the corresponding
section (Section 611.12(3)) in Chapter 611. That change requires mutual insurers to have
at least three principal offices with such offices held by at least three different
individuals, rather than the provision of Section 181.0840 which permits such offices to
be held by the same person.



644.14(1) This mirrors the amendment of Section 611.42 contained in Act 79,
which relates to court ordered meetings of policyholders and the record date used to
determine which policyholders may vote.

644.16(1) This mirrors the amendments of subsections 611.51(1) and (3) and
611.53(3) and (8) contained in Act 79, which relate to matters concerning the directors
and officers of the organization and operation of the board.

644.16(2) This is simply a change in the numerical cross-reference caused by the
revision of Chapter 181.

644.16(3)(a) This mirrors the ainendment of Section 611.51(9)(am) contained in
Act 79, as it relates to books and records of the corporation.

644.16(4) This does not mirror any change to Chapter 611. Instead, rather than
applying the provisions and requirements of Chapter 181 that relate to transactions in
which directors may have conflicts of interest, this change applies the requirements of
Section 611.60 (transactions in which directors and others are interested) to the mutual
holding company. It seems more appropriate for that provision which addresses conflicts
transactions involving mutual insurers, rather than the more generic Section 181.0831, to
govern conflicts transactions involving mutual holding company management.

644.17 This mirrors the amendment of Section 611.53(4) contained in Act 79,
which relates to resignation and removal of officers and contract rights of officers.

644.18 This mirrors the amendment of Section 611.62 contained in Act 79, which
relates to liability of directors and officers, indemnification, insurance and derivative
actions.

644.19 The changes in this section are either (a) changes to the numerical cross-
references made necessary because of the revision of Chapter 181 or (b) deletions of
cross-references because the substance of those deleted provisions is adequately covered
in other provisions of Chapter 644.

644 26 This mirrors the amendment of Section 611.78 contained in Act 79, which
relates to the sale, lease, exchange or mortgage of a mutual insurer’s assets.

644.28(1). (2)(a), (3) and (4) These are changes in the numerical cross-references
made necessary because of the revision of Chapter 181.

644.29 This is a change in the numerical cross-reference made necessary because
of the revision of Chapter 181.

116570
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SENATE AMENDMENT,
TO 1997 ASSEMBLY BILL 785
1 At the locations indicated, amend the bill as follows:

1. Page 1, line 6: after “courts)” insert “and reconciling conflicts between 1997
. Wisconsin Acts 79 and 227.”.

2. Page4,linel: before that line insert:

“SECTION 1b. 644.04 (3) (intro.) of the statutas, s created by 1997 Wisconsin
Act 227, is amended to read: | o q,d

.04 ) petpresty i i s g i
e e e e {aaud o 5/ peiiios debt
securities, stock other than voting stock and, subject to s. 644.15, voting stock, so long
10  as all of the following are true: |

5 L\ty‘é(;—f
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11 SECTION 1lc. 644.06 (1) of the statutes, as created by 1997 Wisconsin Act 227,
12 is amended to read:
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644.05 (1) POWERA. Section-18304 Subject to 5, 644,19 (2) and (3), 5, 181.0302
(intro.), (1) to (15), (18) and (19) applies to mutual holding companies.

SEc,;rmN 1d. 644.05 (2) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read: |

644.05 (2) EFFECT OF UNAUTHORIZED CORPORATE ACTS. Section 181.057-(1)-and
(2) 181.0304 applies to mutual holding companies, cxcept that references to

SECTION le. 644.05 () of the statutes, as created by 1997 Wisconsin Act 227,
is repealed.

SECTION 1f. 644.05 (4) of the statutes, as created by 1997 Wisconsin Act 237,
is a.mended to read:

644.05 (4) WAIVER OF NOTICE AND INFORMAL ACTION BY MEMBEES OR nmec'rons
Sections 181:70-and-18%.%3 WMJMZ& apply to
mutual holding companies.

SECTION 1g. 644.08 of the statutes, as created by 1997 Wisconsin Act 227, is

amended to read: ,
m%.nemvnﬂon of corporate name. Sestion-181.0%applies Sections
181.0402 and 181,040 (2) (3) and (3m) apply to mutual holding companies.
SECTION 1h. 844.09 (1) (intro.) of the statutes, as created by 1997 Wisconsin Act
227, is amended to read:
644.09 (D ARTICLES. (intro.) Section 181.32 181.0202 applies to the articles of
a mutual holding company, except that all of the following apply:
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S::cnon( 11, 644.09(1)(a) of the stamﬁes, as &aated by 1997 Wisconsin Act 227,
is amended to read:
644.09 (1) (a) The name of the mutual holding company shall include the word

“mutual” and shall comply with s. 181.06+3) 1810401 (2) to (4).
SECTION 1j. 644.09 (2) of the statutes, as created by 1997 Wisconsin Act 227,

is amended to read:

1644.09 (2) AMENDMENT OF ARTICLES. A mutual holding company may amend its
articles in the manner provided in ss. 183.35-4e-181.37-and-181.39 181.1001,

gd in any desired respect,
including substantial changes of its original purposes, except that no amendx;nent
may be made that is contrary to sub. (1). In addition to the requirements of s. 181,37
181.1005, the articlps of amendment of a mutual holding company shall, if mail
voting is used, state the number of mgmbars voting by mail and the number of such
members voting for and against the amendment. No amendment may become
effective until the articles of amendment have heen filed with the commissioner, No

~ . amendment shall affect any existing cause of action in faver of or against such

mutual holding company, any peading—suit civil, criminal. administrative or
investigatory proceeding to which the mutual holding company is a party or the
existing rights of persons other than members. In the event that the corporate name
is changed by amendment, no suit brought by or against such mutual holding
company under its former name shall abate for that reason.

SECTION 1k. 644.09 (3) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read:
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644.09 (8) BYLAWS The bylaws of 2 mutus] holding company shall comply with
this chapter. A copy of the bylaws and any amendments to the bylaws shall be filed
with the commissioner within 60 days after adoption. Subject to this subsection, .
181.13-applice g5 181.0208, 1810207 and 1811021 apply to mutual holding
companies. )

SECTION 1L. 644.09 (4) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read: , ,

644.09 (4) PRINCIPAL OFFICERS. Secticn-181-35-(1)>-and-(2)-applies Sections
181.0840 and 181.084] apply to mutual holding companies. -

SecTION 1m. 644.14 (1) of the statutes, as created by 1987 Wisconsin Act 227,
is amended to read:

644.14 Member rights. (1) COMMUNICATION TO MEMEERS; MEMBER VOTING.
Subject to this section, 6. 611,41, 611.42 1), (1e), (Lm), (2), (8, (4)(a) and.(5), 611.43
and 611.53 (2) apply to mutual holding companies.

SECTION 1n, 644.16 (1) of the statutes, as created by 1897 Wiscansin Act 227,
is amended to read:

644.16 (1) BOARD oF DiRecToRs. Subject to this section, ss. 1811818421,
mmnmmmmgmeun (2),(9).(6)and (8)nd 61153 (1) sad
(3) apply to mutual holding companies. Section applies to the board
of a mutual holding company except as modified by s. 483225 §11,60. The board
ghall manage the business and affairs of the corporation and may not delegate its
power or responsibility to do so, except to the extent authorized by ss. 181.23-and
181.25+2) 181.0825 and 1810841, |

~ SEOTION Inm. 644.16(2) of the statutes, as created by 1097 Wisconsin Act 227,

" is amended to read:

' _ . lm LEBazsszl |
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644.16 (2) COMMITTEES OF DIRECTORS. Section 181.33 m applies .to
mutual holding companies.

SECTION 1p. 644.16 () (a) ofthe statutes, as created by 1997 Wiscansin Act 227,
is amended to read: ‘ |

644.16 (3) (a) Section 611.51 (9) {a) (am) and (b) applies to mutual holding
companies. | -

SECTION 1q. 644.16 (4) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read: |

644.16 (4) DIRECTOR CONFLICTS OF INTEREST. Section 183326 611,60 applies to
mutual holding companies. ‘

SECTION 1r. 644.17 of the statutes, as u-eated by 1997 Wisconsin Act 227, is
amended to read:

844.17 Removal of officers. Soction 181.26-applics Scctions 181.0848 and
181.0844 apply to mutual holding companies.

SECTION 1s. 644.18 of the statutes, as created by 1997 Wisconsin Act 227, is
amended to read:

MIS Directors’ and officers’ liability and indemnification. (1)

LIABILITY. Secﬁommawwmmwm

apply to g:utual holding companies. | ' M
(2) INDEMNIFICATION. Sections 181-041t0-181.051 apply
to mutual holding companies.

(8) INSURANCE. Section $81-053 18] 0888 applies to mutual holding companies,

(4) DERIVATIVE ACTIONS. Seetien-181.205-applies Sections 181.0740 to 181.0747
apply to mutual holding companies. |
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SecTION 1f. 644.19 of the statutes, as created by 1997 Wisconsin Act 227, is
amended to read:
644.19 Executive compensation. (1) GENERAL. Sections-181-19aad Section

'611.63 (4) and (5) apply applies to mutual holding companies.

(2) APPROVAL BY MEMBERS. A benefit plan or amendment to a bensfit plan that
proposes to provide benefits in the form of stock or stock options of a converted
insurance company ar any intermediate stock holding company to the directors or
officers of the converted insurance company, intermediate sﬁck holding company or
mutual holding company may not take effect unless it is submitted to a vote of the
members of the mutual holding company and app;oved by a majority ofthe members
voting., Notice of a meeting at which a vote under this subsection will be taken ahall
be given in accordance with s, Wﬂ-}mmu (1)70!'m
with 6. 644:14 (2). »

(8) NOTICE T0 COMMISSIONER. The commissioner may by rule requirs that any
action taken by the board of a mutual holding company, or the board of any
intermediate stock holding company, on any of the subjects specified in ss. 181.04415)
and-181-10 181.0302 (11) to (14) be reported to the commissioner within 30 days after
the action is taken. |

 BEOTION lu. 644,26 of the statutes, as created by 1997 Wisconsin Act 227, is
repealed and recreated to read: .

644.28 Transfer of business or assets of mutual holding companies. .(l)
A sale, lease, exchange or other disposition of less than substantially all of the
property and assets of a mutual holding company, and the mortgage or piedge of any
or all property and assets of a mutual holding company, whether or not made in the
usual and regular course of its affairs, may be made upon the terms and conditions

o/
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authorized by the mutual holding company‘é board of directors. Unless otherwise
provided by the articles of incorporation, consent of the members is not required for
a sale, iease, exchange or other disposition of property, or for a mortgage or pledge
of property, authorized under this subsection. '

(2) A sale, lease, exchange or other disposition of property and assets under
sub. (1) may be authorized only in the following manner- )

(a) If the articles of incorporation give members the right to vote on the sale, -
lease, exchange or other disposition of all or substantially all of the mutual holding -
company’s property and assets, the board of directars shall adopt a resolution

- recammending the sale, lease, exchange or other disposition and directing that it be
submitted to a vote at an annual or special meeting of the members. Written notice

stating that the purpose, or one of the purposes, of the meeting is to consider the sale,
leace, exchange or other disposition of all, or substantially all, of the property and
assets of the mutual holding company shall be given to each member entitled to vote
at the meeting, within the time and in the manner provided by this chapter for
providing notice of member meeﬁngg, At the moeeting, the mambers may authorize
the sale, lease, exchange .or other disposition and may authorize the board of
directors to fix any or all of the terms snd conditions of the sale, lease, exchange ar
other disposition. The authorization shall ba by the affirmative vote of at least
two—thirds of the members present or represented by proxy at the meeting. After the
authoriz@ﬁon by a vote of the members, the board of directors, nevertheless, in its
diseretion, may abandon the sale, lease, exchange or other diaposition, subjact to the
rights of 3rd parties under any contracts relating thereto, without further action or
approval by the members.



& b B 5

© ® 9 o 0 B+ W N O

1997 - 1998 Legislature -8~ e

(b) If the articles of incorporation do not give members the right to vote on the
sale, lease, exchange or other disposition of all or substantially all of a mutual
holdix-xg company’s praperty and assets, the sale, lease, exchange or other disposition
may be authorized by the vote of the majority of the directors in office.

SECTION 1v. 644.28 (1) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read: ' .

644.28 (1) PLAN O DISSOLUTION. Subject to this section, 5. 18450 to-18%-54-and
181,555 181.1401 to 1811407 apply to mutual holding companies -cxeopt-that-the

SECTION 1w. 644.28 (2) (a) of the statutes, as created by 1997 Wisconxin Act

227, is amended to read:

644.28 (2) (a) At least 60 days prior to the submission to members of any
proposed voluntary dissolution of a mutual holding company under s. 181.50
181.1401, the plan shall be filed with the commissioner. The commissioner may
require the submission of additional information relevant to the effect of the
proposed dissolution on the solvency of the converted insurance company. The
commissioner shall approve the dissolution unless, after a hearing, the
commissioner finds that dissclution of the mutual holding company would cause the
converted insurance company to become insolvent, would be unfair or inequitable to
the membera of the mutual holding company or would not be in the best intsrests of
the policyholders of the converted insurance company or the public.

SECTION 1x. 644.28 (3) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read:

644.28 (3) REVOCATION OF VOLUNTARY DISSOLUTION. If the mutual holding
company revokes the voluntary dissolution proceedings under s. 181.53 1811404, a -
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copy nfthe resolution revoking the voluntary dissclution proceedings adopted under
8. 18158 181.1404 shall be filed with the commissioner.

SECTION Lxm. 644.28 (4) of the statutes, as created by 1997 Wisconsin Act 227,
is amended to read:

644.28 (4) FILING AND RECORDING ARTICLES OF nrsdeq'mN AND EFFECT THEREOF.
Upon approval by the commissioner under sub. (2) and by the members under s.
318150 181.1401, the mutual holding company shall file articles of dissolution with
the commissioner. When the articles are filed, the existence of the mutual holding
company shall cease, except for the purpose of suits, other proceedings and
appropriate corporate aétion of members, directors and officers as provided in this
chapter and in ss. 181.50-t0-181,54-and-181.555 1.8.1:110.1.&1&4&91 Upon the
filing of the articles, the commissioner may issue a certificate of dissolution.

SECTION ly. 644.29 of the statutes, as created by 1997 Wisconsin Act 227, is
amended to read:

644.20 Involuntary dissolution of domestic mutual holding
companies. A mutual hoilding company may at any time during a voluntary
dissolution under sa. i81.61—to—i81.555 1811401 to 181.1407 apply to the

" commissioner to have dissolution continued under the commissioner’s supervision,

theeemmissioner. Any distribution to members shall be limited in the same manner

as under 8. 644.28 (5) and any excess over such amounts shall be paid into the state
treasury to the credit of the common school fund.”.

3. Page 8, line 13: after that line insert:
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“SECcTION 18. Effective dates. This act takes effect on the day after
publication, except as follows:

(1) RECONCILIATION OF CONFLICTS EETWEEN ACTS 70 AND 227. The treatment of
sections 644.04 (3) (intro.), 644.05 (1), (2), (3) and (4), 644.08, 644.09 (1) (intro.) and
(a), (2), (8) and (4), 644.14 (1), 644.16 (1), (2), (3) (a) and (4), 644.17, 644.18, 644.19,
644.26, 644.28 (1), (2) (a), (3) and (4) and 644.29 of the statutes takes :eﬂ’ect on
January 1, 1999.7.

(END)

of
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1 AN Act i.; relating to: conforming the mutual insurance holding company
/

2 provisions to changes made in the nonstock corporation provisions.

Analysis by the Legislative Reference Bureau

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

3 SECTION 1. 644.04 (3) (intro.) of the statutes is amended to read:
4 644.04 (3) (intro.) Subjeetto-s-611.33,the The converted insurance company,
5 §A ubject to s. 611.33, and any intermediate stock holding company may thereafter
6 issue to 3rd parties debt securities, stock other than voting stock and, subject to s.

| 7 644.15, voting stock, so long as all of the following are true:

History: 1997 a 227
SECTION 2. 644.05 (1) of the statutes is amended to read:

8
. ) - /
9 644.05 (1) POWERS. Section—181.04 Subject to@ 644.19 (2) and (3),
Keep scorgd

GO 181.0302%(intr Dt /1 nd (19) applies to mutual holding companies.
| 4N

History: 1997 a. 227.

P »<‘ ‘ - | .“ - .

M wrdt . Q. Fon"
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SECTION 3

1 SECTION 3. 644.05 (2) of the statutes is amended to read:

644.05 (2) EFFECT OF UNAUTHORIZED CORPORATE ACTS. Section 181.0567(1)-and

2
\
@ ) 2181 0304 Wappbes to mutual holding companies, except that, for

vV
“commigsioner”. M*W
History: 1997 a. 227. N 4 ' . '

6 SECTION 4. 644.05 (3)'of the statutes is repealed.

7 SECTION 5. 644.05 (4) of the statutes is amended to read:

8 644 05 (4) WAIVER OF NOTICE AND INFORMAL ACTION BY MEMBERS OR DIRECTORS
(9 /) Sections -}81—70—and—18-1—7—2‘§181 0704, 181 0706, 181 0821 and 181,9_3 3@ apply to
10 mutual holding companies. For purposes of this subsection “hoard” used in s.
11 181.0821\/inc1udes “committee of the board of a mutual holding company”

: O e by-199 emecs to sections of ch. 181, 1995sta prdc
iy ch. 181, }99 AL gre b 1997 Wis. Act 79. Theeifed Statutes contain the géheral subjectwatter of the citpd’
there ma i pgnt dahe 1997 statute \Carrective lggfslation is pending. NQTE:

Pretory: 1997 a. 227.

12 SECTION 6. 644.08 of the statutés is amended to read:

History: 1997 a 227

15' ‘ SECTION 7. 644.09 (1) (intro.) of the statute\i' is amendec}{to read:

(}/6/ / 644.09 (1) ARTICLES. (intro.) Section -18-1—316181 0202;?apphes to the articles
17 of a mutual holding company, except that all of the following apply:

18 e 1 §7ECTION 8. 644.09 (1) (a) of the statutes is amended to read:

19 644.09 (1) (a) The name of the mutual holding company shall include the word

( 20 / “mutual” and shall comply withs. MW@@Wmemw (2) to g4i./

-

History: 1997 a. 227

21 SECTION 9. 644.09 (2) of the statutes is amended to read:
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SECTION 9
1 644.09 (2) AMENDMENT OF ARTICLES. A mutual holding company may amend its

—

{9  articles in the manner provided in ss. 181.35-to-181.37 and 181.39 PEFfoB Y0,
@ W 181.1001¥181.1002 G ‘/181 10087181.1005%nd 181.1006” except. that

4 papers required by those sections to be filed with the ‘d/epartment of ﬁnanc1al

5 institutions shall instead be filed with the\c/ommissioner.' The articles may be .
6 amended in any desire;i respect, including substantial changes of its ‘original
7 purposes, except that no amendment may be made that is contrary to sub. (1). In
@ addition to the requirements of s. -1-8-1—37-{181 1005% L:he articles of amendment of a
9 mutual holding company shall, if mail voting is used, state the number of members
10 voting by mail and the numbgr of such members voting for and against the
11 amendment. No amendment may become effective until the articles of amendment
12 have been filed with the commissioner. No amendment shall affect any existing
13 cause of action in favor of or against such mutual holding company, any pending suit

14 civil, criminal, administrative or investigatory proceeding to which the mutual

15 holding company is a party or the existing rights of persons other than members. In
16 the event that the corporate name is changed by amendment, no suit brought by or
17 against such mutual holdihg company under its former name shall abate for that
18 reason.

19 e §7ECTION 10. 644.09 (3) of the statutes is amended to read:

20 644.09 (8) ByLaws. The bylaws ofa mutual holding company shall comply with

21 this chapter. A copy of the bylaws and any amendments to the bylaws' shall be filed

22 with the commissioner within 60 days after adoption. Subject to this subsection, s-
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SECTION 10

J2 2 applies ss. 181.0206,"{81.0207‘/,
2 and 181.1021\49912 to mutual holding companies. ' '

History: 1997 a. 227.

SECTION 11. 644.09 (4) of the statutes is amended to read:

3
@ 644.09 (4) PRINCIPAL OFFICERS. Seetmn—l&l—%—(l—)—and—@-) W%ﬂ

O Mzﬁﬂﬁ applies Sections 18;,0540 and 181.0841" apply to mutual holding

6 companies.

History: 1997 a. 227.

7 SECTION 12. 644.14 (1) of the statutes is amended to read:

8 644.14 (1) COMMUNICATION TO MEMBERS; MEMBER VOTING. Subject to this section,

. V.
9 ss. 611.41, 611.42 (1), (1e), (1m), (2), (3), (4) (a) and (5), 611.43 and 611.53 (2) apply

10 to mutual holding companies.
11 s 197 g7ECTION 18. 644.16 (1) of the statutes is amended to read:
\\@ 644.16 (1) BOARD OF DIRECTORS. Subject to this section, ss. 48-1—-18@%&%
130 WM\WWM&MMQ%HM 2),(3),
14 (5)and (8) a:r/ld 611.53 (1) and (3) apply to mutual holding companies. Section 181.22

NpY
;1? (181.0824} applies to the board of a mutual holding company except as modified by
b | . v , _
16 > s. Mgﬁm 611.10. The board shall manage the business and affairs of the

17 corporation and may not delegate its power or responsibility to do so, except to the -

/18)  extent authorized by ss. 181.23 iFfff and 181.25-2) fH PP 181.0825 and
el ‘ V » *
19 181.0841.

Histoi 1997 a.
o SEC’I‘ION 14. 644.16 (2) of the statutes is amended to re\‘ad

T 4
21 7 644.16 (2) COMMITTEES OF DIRECTORS. Section 18123 £181.0825% applies to

e

22 mutual holding companies.

History: 1997 a. 227.
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SECTION 15
1 SECTION 15. 644.16 (3) (a) of the statutes is amended to read:
2 644.16 (3) (a) Section 611.51 (9) (& Lam)\{nd (b) applies to mutual holding
3 compa'm'es.

History: 1997 a. 227.

SECTION 16. 644.16 (4) of the statutes is amended to read:

/ . .
L@ 644.16 (4) DIRECTOR CONFLICTS OF INTEREST. Section 181225 W 611.60

6 applies to mutual holding companies.

in/gh. 181, 199 stats.,as rep
there may not's¢ a direc| rrespondence betwee

History: 1997 a. 227.
7 SECTION 17. 644.17 of the statutes is amended to read:
P
9
: 'a‘ 1997 Wls. Ac Q
edfetween the 1995 statute anththe 1997 sia
istory: 1997 a. 227.
10 SECTION 18. 644.18 of the statutes is amended to read:
11 644.18 Directors’ and officers’ liability and indemnification. (1)

’GZ Y LIABILITY. Sections481-283-te—18—1—29 1380,/181.08
4

v’
13 181.0850 to 181 0855‘/, except s. 181.0855 (2) (c),'apply to mutual holding companies.
14 (@ INDEMNIFICA’I‘ION Sections 181.041 t0-181.051 W%

15 181.0871 to 181.088 1/gnd 181.0889 ‘a/pply to mutual holding companies.
- kY v &
16 (3) INSURANCE. Section 181.053 £181.0883% applies to mutual holding

17 companies.

18 (4) DERIVATIVE ACTIONS. Seetion181.205 #1811 @ Ak BTl applics

19 Sections 181.0740 to 1&1,9747\/gpp ly to mutual holding companies.

Istory: 1997 a. 227

20 SECTION 19. 644.19 of the statutes is amended to read:
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o
"
@ 644.19 Executive compensation. (1) GENEM.%MMSHQW%

2 and Sectign\/611.63 (4) and (5) @p&épplies to mutual holding companies.

SECTION 19

3 (2) APPROVAL BY MEMBERS. A benefit plan or amendment to a benefit plan that
4 proposes to provide benefits in the form of stock or stock options of a converted
5 insurance company or any intermediate stock holding company to. the directors or
6 dfﬁcers of the converted insurance company, intermediate étock holding company or
7 mutual hqlding company may not take effect unless it is submitted to a vote of the
'8 members of the mutual holding company and approved by a majority of the members
9 voting. Notice of a meeting at which a vote under this subsection will be taken shall

25 644.14 (1) or in

@ be given in accordance with s.
11 aceordance-with-s-644-14 (2).
12 (3) NOTICE TO COMMISSIONER. The commissioner may by rule require that any
13 action taken by the boara of a mutual holding company, or the board qf any

14 intermediate stock holding company, on any of the subjects specified in £5-181.04(15)
15 / and 18119 W s.181.0302(11)to (14 Q{e reported to the commissioner within

\ ;6/ 30 days after the action is taken.
rh
T ofy: 1997 a.227. .
% 17 SECTION 20. 644.26 of the statutes is repealed and recreated to read:
E 18 SECTION 21. 6:1328 (1) of the statutes is amended to read:
(}1 19 | 644.28 (1) PLAN OF DISSOLUTION. Subject to this section, ss. 181:50-te-181-54-and
\ @) 181.555 @WM 181.1401 to 181.1407 apply to mutual hzdfg

History: 1997 a. 227.

22 SECTION 22. 644.28 (2) (a) of the statutes is amended to read:



9

10

1999 — 2000 Legislature —7- LRD 2a1an

SECTION 22

644.28 (2) (a) At least 60 days prior to the submission to members of any

proposed voluntary dissolution of a mutual holding’ company under s. 18150

N ¥
£181.1401%, the plan shall be filed with the commissioner. The commissioner may,

require the submission of addltlonal information relevant to the effect of the
proposed dissolution on the solvency of the converted 1nsurance company. The
commissioner shall approve the dissolution unless, after a hearing, the
commissioner finds that dissolution of the mutual holding company would cause the
conveﬁed insurance company to become insolvent, would be unfair or inequitable to
the members of the mutual holding company or would not be in the best interests of

the policyholders of the converted insurance company or the public.

History: 1997 a. 227.

11

12

14

(150

-

SECTION 23. 644 98 (3) of the statutes is amended to read:

644.28 (3) REVOCATION OF VOLUNTARY DISSOLUTION. If the mu*gxal holding
company revokes the voluntary dissolution proceedings under s. -L8-1—53£ 181.1404f,
a copy of the resolution revoking the voluntary dissolution proceedings adopted

under s.‘-/1~8—1,—.53 f1§1.1404§ shall be filed with the commissioner.

History: 1997 a. 227,

16

17

18

©)

SECTION 24. .644.28 (4) of the statutes is amended to read:

644.28 (4) FILING AND RECORDING ARTICLES OF DISSOLUTION AND EFFECT THEREOF.
Upon approval by the commissioner under sub. (2) and by the members under s.
181.50%181.1401 ,Kthe mutual holding company shall file articles of dissolution with
the commissioner. When the articles are filed, the existence of the mutual holding
company shall cease, except for the purpose of suits, other proceedings and

appropriate corporate action of members, directors and officers as provided in this

chapter and in ss. 181,50 t0-181.54-and-181.5556 /4¢ AP 181.1401 to

Z4
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SECTION 24
1 181.1407." Upon the filing of the articles, the commissioner may issue a certificate
2 of dissolution.
History: 1997 a. 227.
SECTION 25. 644.29 of the statutes is amended to read:
4 644.29 Involuntary d-issolutioﬁ of domestic mutual holding companies.
5 A mutual holding company may at any time during a voluntary dissolution under ss.

6) 181510181555 (I Qg Brillbhy 1811401 to 181.1407%apply to the
7

commissioner to have dissolution continued under the commissioner’s supervision;
()
g L=

10 general” meansthe-commissioner. Any distribution to members shall be limited in

11 the same manner as under s. 644.28 (5) and any excess over such amounts shall be

12 paid into the state treasury to the credit of the common school fund.

(END)
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_ 611.63 (4) and (5) apply applies to mutual holding companies.

SECTION 1t. 644.19 of the statutes, as created by 1997 Wisconsin Act 227, is

amended to read:

644.19 Executive compensation. (1) GENERAL. Sections181-10-and Section

~A2) APPROVAL BY MEMBERS. A benefit plan or amendment to a bénefit plan that

-

™ .
proposes to-provide benefits in the form of stock or stock eptions of a converted

insurance compahy or any intermediate stock holding’ tompany to the directors or
officers of the converteddpsurance company, interfnediate stock holding corhpany or
mutual holding company maj~qot take effeef unless it is submitted to a vote of the
members of the mutual holding compary and approyed by a majority of the members
voting. Notice of a meeting at whith a votewnder this subsection will be taken shall
be given in accordance with €. 181-15; a5 provided-in-s. 644.14 (1); or in-accordance

with-s.644-14 (2).

(3) NOTICE T@'COMMISSIONER. The commissioner may by rule require that anyli‘
action .taken Ay the board of a mutual holding company, or ‘tge board of any '
intermedifte stock holding company, on any of the subjects specified in g. 181.04(15)

1d,781.19 181.0302 (11) to (14) be reported to the commissioner within 30 days after
e action is taken. . ‘ | |

SECTION 1u. 644.26 of the statutes, as' created by 1997 Wisconsin Act 227, is

repealed and recreated to read:

e,

644.26 Transfer of business or assets of mutual holding companies. (1)
A sale, lease, exchange or other disposition of less than substantially all of the

property and assets of a mutual holding company, and the mortgage or pledge of any
or all property and assets of a mutual holding company, whether or not made in the

usual and regular course of its affairs, may be made upon the terms and conditions

)
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authorized by the mutual holding company’s board of directors. Unless otherwise
provided by the articles of incorporation, consent of the members is not required for -
a sale, lease, exchange or other disposition of property, or for a mortgage 6r pledge
of property, authorized under this subsection.

(2) A sale, lease, exchange of other disposition of property anti assets under
sub. (1)\{nay be authorized only in the following manner:

(a) If the articles of incorporation give members the right to vote on the sale,
lease, exchange or other disposition of all or substantially all of the mutual holding
company’s property and assets, the board of directors shall adopt a resolution
recommending the sale, lease, exchange or other disposition and directing that it be
submitted to a vote at an annual or special meeting of the members. Written notice
stating that the purpose, or one of the purposes, of the meeting is to consider the sale,
lease, exchange or other disposition of all, or substantially all, of the property and
assets of the mutual holding company shall be given to each member entitled to vote
at the meeting, within the time and in the manner provided by this chapter for
providing notice of member meetings. At the meeting, the members may authorize
thé sale, lease, exchange or other disposition and may authorize the b'oard of
directors to fix any or all of the terms and conditions of the sale, lease, exchahge_or .
other disposition. The authorization shall be by the affirmative vote of at least

‘/two—thirds of the members present or represented by proxy at the meeting. After the
authorization by a vote of the members, the board of directors, nevertheless, in its
discretion, may abandon the sale, lease, exchange or other disposition, subject to the

rights of 3rd parties under any contracts relating thereto, without further action or

L

approval by the members.
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1 (b) If the articles of incorporation do not give members the right to vote on the
2 sale, lease, exchange or other disposition of all or substantially all of a mutual
3 holding c.ompany’s property and assets, the sale, lease, exchange or other disposition
4 may be authorized by the vote of the majority of the directors in office. |
/5/ SEcTION 1v. 644.98 (1) of the statutes, as created by 1997 Wisconsin Act 227,
! 6 is amended to read:
' 7 | 644.28 (1) PLAN OF DISSOLlﬁION. Subject to this section, ss. 181.504+0-181-54and
’ 8 181.555 181.1401 to 181.1407 apply to mutual holding companies,—exeept;tha-tr%he
| 9 lastsentenceefs181.555 doosnot-apply. e
i 10 SECTION 1w. 644.28 (2) (a) of the statutes, as created by 997 Wisconsin Act
; 11 2.27 , is amended to read: /99 A
; 12 644.28 (2) (a) At least 60 days prior to the su m/msion to members of any
|13 proposed voluntaz;y"diss\olution of a mutual h réz company under s. 18150
14 181.1401, the plan shall \be\ filed with tﬁe gpﬁssionen The commissioner may
’ 15 require the sul?mission of addﬁi?i;lzr{grmation relevant to ths effect of the
16 proposed dissolution on the solve of the converted insurance company. The
17 ‘ commlsswner shall approve, /f:he dlssolutlon unless after a heamng, the
18 commissioner finds that (ilsé)lutmn of the mutual holding company would cause the
19 converted insurance (iprﬁpany to become insolvent, would be unfair or inequitable to
- 20 the members of t/he/r;lutual holding company or would not be in the |
21 the policyho/l,de/rs of the converted insurance company or the publjc.
22 Ssgf’ign 1x. 644.28 (3) of the statutes, as created by 1997 Wisconsin Act 227,
23 iy,uénded to read:
24 644.28 (3) REVOCATION OF VOLUNTARY DISSOLUTION. If the mutual holding ;
w revokes the voluntary dissolution proceedings under s. 181-53 181. 140j1’a/ /

(QM/D c’b«;ve, - ?)
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DRAFTER’S NOTE LRB—zslsfd: H
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\ I made this version preliminary be.cz'\)lse hat @p«éﬂdto me to be
a conceptual problem with s. 644.26. Section 644.26 (1) specifies that a sale, lease,
exchange or other disposition of less than substantially all of the property and assets
of a mutual holding company may be made upon the terms and conditions authorized
by the mutual holding company’s board of directors. Subsection (2) of that section then
goes on to state that a sale, lease, exchange or other disposition of property and assets
under sub. (1) may be authorized only in the manner specified in pars. (a) and (b).
Paragraph (a), however, specifies what must occur if the articles of incorporation give
members the right to vote on the sale, lease, exchange or other disposition of all or
substantially all of the mutual holding company’s property and assets, and par. (b)
specifies what must occur if the articles of incorporation do not give members the right
to vote on the sale, lease, exchange or other disposition of all or substantially all of the
mutual holding company’s property and assets.

‘Since s. 644.26 (1) addresses a sale, lease, exchange or-other disposition of less than
substantially all of the property and assets of a mutual holding company, and s. 644.26
(2) appears to address a sale, lease, exchange or other disposition of all or substantially
all of the mutual holding company’s property and assets, perhaps s. 644.26 (2) (intro.)
should read “A sale, lease, exchange or other disposition of all or substantially all of
the mutual holding company’s property and assets may be authorized only in the
. following manner:”. In any case, even if this proposed resolution is not what is
intended, something needs to be added or changed to clarify the seeming inconsistency.

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266—2682

E-mail: Pam.Kahler@legis.state.wi.us
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SECTION 1

issue to 3rd parties debt securities, stock other than voting stock and, subject to s.
644.15, voting stock, so long as all of the following are true:

SECTION 2. 644.05 (1) of the statutes is amended to read:

644.05 (1) POWERS. W&M@m&w
(intro.), (1) to (15), (18) and (19) applies to mutual holding compames

SECTION 3. 644.05 (2) of the statutes is amended to read:

644.05 (2) EFFECT OF UNAUTHORIZED CORPORATE ACTS. Section 181.0571)-and

2) 181.0304 applies to mutual holding companies, except that, for purg' oses of this

n neral” i 4 “ issioner”.

ion, “
SECTION 4. 64405 (3) of the statutes is repealed.
SECTION 5. 644.05 (4) of the statutes is amended to read:
644.05 (4) WAIVER OF NOTICE AND INFORMAL ACTION BY MEMBERS OR DIRECTORS.
Sections 181.70-and-181.72 MMMM apply to

mutual holding companies. f thi ion rd”

SECTION 6. 644.08 of the statutes is amehded to read:

644.08 Reservation of corporate name. Section-181.07-applies Sections
181.0402 and 181.0403 (2). (3) and (3m) apply to mutual holdiﬁg companies.

SECTION 7. 644.09 (1) (intro.) of the statutes is amended to read:

644.09 (1) ARTICLES. (intro.) Section 18131 181,0202 applies to the articles of
a mutual holding cdmpa.ny, except that all of the following apply:

SECTION 8. 644.09 (1) (a) of the statutes is amended to read:

644.09 (1) (a) The name of the mutual holding company shall include the word
“mutual” and shall comply with s. 181.06+3) 181.0401 (2) to (4). |

SECTION 9. 644.09 (2) of the statutes is amended to read:



DRAFTER’'S NOTE LRB-2515/P1dn
FROM THE . PJK:jlghmh
LEGISLATIVE REFERENCE BUREAU

March 23, 1999

Even though this draft is a redraft of an amendment from last session, I made this
version preliminary because of what appears to me to be a conceptual problem with s.
644.96 in the draft. Section 644.26 (1) specifies that a sale, lease, exchange or other
disposition of less than substantially all of the property and assets of a mutual holding
company may be made upon the terms and conditions authorized by the mutual
holding company’s board of directors. Subsection (2) of that section then goes on to
state that a sale, lease, exchange or other disposition of property and assets under sub.
(1) may be authorized only in the manner specified in pars. (a) and (b). Paragraph (a),
however, specifies what must occur if the articles of incorporation give members the
right to vote on the sale, lease, exchange or other disposition of all or substantially all
of the mutual holding company’s property and assets, and par. (b) specifies what must
occur if the articles of incorporation do not give members the right to vote on the sale,
lease, exchange or other disposition of all or substantially all of the mutual holding
company’s property and assets.

Since s. 644.26 (1) addresses a sale, lease, exchange or other disposition of less than.
substantially all of the property and assets of a mutual holding company, and s. 644.26
(2) appears to address a sale, lease, exchange or other disposition of all or substantially
all of the mutual holding company’s property and assets, perhaps s. 644.26 (2) (intro.)
should read “A sale, lease, exchange or other disposition of all or substantially all of
the mutual holding company’s property and assets may be authorized only in the
following manner:”. In any case, even if this proposed resolution is not what is
intended, something needs to be added or changed to clarify the seeming inconsistency.

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266-2682

E-mail: Pam.Kahler@legis.state.wi.us
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SECTION 11

644.09 (4) PRINCIPAL OFFICERS. Section-181.25-(1)-and (2)-applies Sections
m&mﬂ&_&&ﬂ_ﬁnﬂb{ to mutual holding companies.

SECTION 12. 644.14 (1) of the statutes is amended to read:

644.14 (1) COMMUNICATION TO MEMBERS MEMBER VOTING. Subject to t.hxs section,
§s. 611.41, 611.42 (1), (1e), (1m), (2), (8), (4) (a) and (5), 611.43 and 611.53 (2) apply
to mutual holding companies. |

SECTION 13. 644.16 (1) of the statutes is amended to read:

644.16 (1) BOARD OF DIRECTORS. Subject to this section, ss. 18+-18,181-21
181.0801 (1) and (2), 181,0802,181,0811, 611.51 (2),(3),(5)and (8) and 611.53 (1) and
(3) apply to mutual holding companies. Section 181.22 181.0824 applies to the board
of a mutual holding comﬁany except as modified by s. 181225 611.10. The board
shall manage the business and affairs of the corporation and may naot. delegate its
power or responsibility to do so, ékcept; to the extent authorized by ss. 181-23-and

SECTION 14. 644.16 (2) of the statutes is amended to read:

644.16 (2) COMMITTEES OF DIRECTORS. Section 181-23 181.0825 applies to
m\)tual‘ho]ding companies. '

SEcTION 15. 644.16 (3) (a) of the statutes is amended to read:

644.16 (3) (a) Section 611.51 (9) ¢a) (am) and (b) applies to mutual holding
companies.‘

SECTION 16. 644.16 (4) of the statutes is amended to read:
644.16 (4) DIRECTOR CONFLICTS OF INTEREST. Section 181-225 611.60 applies to
mutual holding companies.

SECTION 17. 644.17 of the statutes is amended to read:
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SECTION 19

intermediate stock holding company, on any of the subjects specified in §5-181.04(15)
and-181.19 5. 181,0302 (11)to (14) be reported to the commissioner within 30 days
after the action is taken.

SECTION 20. 644.26 of the statutes is repcaled and recreated to read:

644.26 Transfer of business or assets of mutual holdmg compames. -
A sale, lease, exchange or other disposition of less than substantially all of the
property apd assets of a mutual holding company, and the mortgage or pledge of any
or all property end assets of a mutual holding company, whether or not made in the
usual and regular course of its affairs, ma& be made upon the terms and conditions
authorized by the mutual holding company’s board of directors. Unless otherwise
provided by the articles of incorporation, consent of the members is not required for
a sale, lease, exchange or other disposition of property, or for a mortgage or pledge
of property, authorized under this subsection. oJLQ M

(2) A sale, lease, exchange or other disposition o property and assets fodér
ay be authonzedm in the followmg manner:
(a) If the articles of incox;poration give members the right to vote on the sale,
lease, exchange or other disposition of all or substantlally all of the mutual holding
company’s property and assets, the board of directors ‘shall adopt a resolution

recommending the sale, lease, exchange or other disposition and directing that it be

submitted to a vote at an annual or special meeting of the members. Written notice

stating that the purpose, or one of the purposes, of the meeting is to consider the sale,
lease, exchange or other disposition of alijor substantially all§ of the preperty and
assets of the mutual holding company shall be given to each member entitled to vote
at the meeting, within the time and in the manner provided by this chapter for

providing notice of member meetings. At the meeting, the members may authorize
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AMENDMENT TO SEC 644.26(2), STATS.

: -
SECTION 1. Sec. 644.26(2)(intro) is amended as follows: -

(2) A sale, lease, exchange or other disposition of all, or

substantially all. of the property and assets m&-@l—)—ntmmmmmayjc
JInade upon such terms and conditions as may be authorized ealy-in the following

manner:
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SECTION 22
the members of the mutual holding company or would not be in the best interests of
the policyholders of the converted insurance company or the public.

SECTION 23. 644.28 (3) of the statutes is amended to read:

644.28 (3) REVOCATION OF VOLUNTARY DISSOLUTION. If the mutual holding
company revdkes the voluntary dissolution proceedings under s. 18153 ;BLJA_Q& é
copy of the resolution revoking the voluntary dissolution proceedings adopted under
s. 18153 181,1404 shall be filed with the commissioner.

SECTION 24. 644.28 (4) of the statutes is amended to read:

644.28 (4) FILING AND RECORDING ARTICLES OF DISSOLUTION AND EFFECT THEREOF.
Upon approiral by the commissioner under sub. (2) and by the members under s.
181.50 181,1401, the mutual holding company shall file articles of dissolution with
the commissioner. When the articles are filed, the existence of the mutual holding
company shall cease, except for the purpose of suits, other proceedings and
appropriate corporate action of members, directors and officers as provided in this
chapter and in ss. 181.50-t0-181.54-and-181.555 181.1401 to 181,1407. Upon the
filing of the articles, the commissioner may issue a certificate of dissolution.

SECTION 25. 644.29 6f the statutes is amexided to read: |

644..29 Involuntary dissolution of domestic mutual holding companies.
A mutual holding company may at any time during a voluntary dissolution under ss.
;81-5-1—-&9—%81—555 181.1401 to 181.1407 applyv to the commissioner to have
dissolution continued under the commissioner’s supewisionrmwh;eh-easersubjeet

distribution to members shall be limited in the same manner as under s. 644.28 (5)
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1 AN ACT to repeal 644.05 (3); to amend 644.04 (3) (intro.), 644.05 (1), 644.05 (2),

2 644 05 (4), 644.08, 644.09 (1) (intro.), 644.09 (1) (a), 644.09 (2), 644.09 (3),
3 644.09 (4), 644.14 (1), 644.16 (1), 644.16 (2), 644.16 (3) (a), 644.16 (4), 644.17,
4 644.18, 644.19, 644.28 (1), 644.28 (2) (a), 644.28 (3), 644.28 (4) and 644.29; and
5 to repeal and recreate 644.26 of the statutes; relating to: conforming the
6 mutual insurance holding company provisions to changes made in the nonstock
T | b_ corporation provisions.
v

Analysis by the Legislative Reference Bureau

e , js-arprelimTifary drafl AT analysts will beprovided fralater-version.
A > e

The people of the state of Wisconsin, represented in senate and assembly, do

enact as follows:
~

7
{'* 8 SECTION 1. 644.04 (3) (intro.) of the statutes is amended to read:
9

644.04 (8) (intro.) Subject-to-6-611-33;the The converted insurance company,
10 subject to s, 611.33, and any intermediate stock holding company may thereafter

M ”l:_é\_/)‘/
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SECTION 9

644.09 (2) AMENDMENT OF ARTICLES. A mutual holding company may amend its
articles in the manner provided in ss. 181.35 t0-181.37 and 18139 181.1001.

181.1002 (1), 181.1003, 181,1005 and 181.1006, except that papers required by those

sections to be filed with the department of financial institutions shall instead be filed

wi h th issioner. Th icles m men in any desired respect,
including substantial changes of its original purposés, except that no amendment
may be made that is contrary to sub. (1). In addition tothe requirexﬁent.s of s. 181374
181.1005, the articles of amendment of a mutual holding company shall, if mail
voting is used, state the ﬁumber of members voting by mail and the number of such
members voting for and against the amendment. No amendment may become
offective until the articles of amendment have been filed with the commissioner. No
amendment shall affect any existing cause of action in favor of or against such
mutual holdmg company, any peading—suit QL_c_llmgal._a_d_m_l_ms_t_aI__LQ_
investigatory proceeding to which the mutual holding company is a party or the

existing rights of persons other than members. In the event that the corporate name

is changed by amendment, no suit brought by or against such mutual holding

company under its former name shall abate for that reason.

SecTion 10. 644.09 (3) of the statutes is amended to read:

644.09 (3) ByLaws. The bylawsof a mutual holding company shall comply with
this chapter. A copy of the bylaws and any amendments to the bylaws shall be filed
with the commissioner within 60 days after adoption. Subject to this subsection, &-

181-13-applies ss. 181.0206, 181.0207 and 181,1021 apply to mutual holding

companies.

SECTION 11. 644.09 (4) of the statutes is amended to read:
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SECTION 17

644.17 Removal of officers. Seetion-181.26-applies Sections 181,0843 and
181.0844 apply to mutual holding companies.

SECTION 18. 644.18 of the statutes is amended to read:

644.18 Directors’ and officers’ liability and indemnification. (1)
LIABILITY. Sections 161285016120 181.0850 to 181,0855_except.s. 181.0855(2) (<),

apply to mutual holding companies.

(2) INDEMNIFICATION. Sections 181.041-t6-181:051 181,0871 to 181.0'881 and

181.0889 apply to mutual holding companies.
(8) INSURANCE. Section 181653 181,0883 applies to mutual holding companies.
(4) DERIVATIVE ACTIONS. Section181.205-applies Sections 181.0740 t0 181,0747
apply to mutual holding companies. '
SECTION 19. 644.19 of the statutes is amended to read:

644.19 Executive compensation. (1) GENERAL. Sections-181-19-and Section

611.63 (4) and (5) apply applies to mutual holding companies.

(2) APPROVAL BY MEMBERS. A benefit plan or amendment to a benefit plan that
proposes to provide benefits in the form of stock or stock options of a converted
insurance company or any intermediate stock holding company to the directors.or
of’ﬁcers. of the converted insurance company, intermediate stock holding cdmpany or -
mutual holding company may not take effect unless it is submitted to a vote of the
members of the mutual holding company and approved by a majority of the membérs
voting. Notice of a'meeting at which a vote under this subsection will be taken shall

be given in accordance with s. 18115 -asprovided-in 5. 644.14 (1), or in-aceordance

with-6—644-14 (2).

(3) NOTICE TO COMMISSIONER. The commissioner may by rule require that any

action taken by the board of a mutual holding company, or the board of any
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SECTION 20

the sale, lease, exchange or othér disposition and may authorize the board of
directors to fix any or all of the terms and conditions of the sale, lease, exchange or
other disposition. The authorization shall be by the affirmative vote of at least
two—thirds of the members present or represented by proxy at the meeting. Afterthe
authorization by a vote of the members, the board of directors, hev‘ertheless, in its
discretion, may abandon the sale, lease, exchange or other disposition, subject to the
rights of 3rd parties under any contracts relating thereto, without further action or
appfoval by the members.

(b) If the articles of incorporation do not give members the right to vote on the
sale, lease, exchange or other disposition of all or' substantially all of a mutual
holding company’s property and assets, the sale, lease, exchange or other disposition
may be authorized by the vote of the majority of the directors in office.

SECTION 21. 644.28 (1) of the statutés is amended to read:

644.28 (1) PLAN OF DISSOLUTION. Subject to this section, ss. 181-50t0-181-54-and
181.555 181.1401 to 181.1407 apply to mutual holding companiesrexeeptr-tha%trhe

SECTION 22. 644.28 (2) (a) of the statutes is amended to read:

644.28 (2) (a) At least 60 days prior to the submission to members of any
proposed voluntary dissolution of a mutual holding company under s. 181.50
181.1401, the plan shall be ﬁléd with the commissioner. The commissioner may
require the submission of additional information relevant to the effect of the
proposed dissolution on the solvency of the converted insurance company. The
commissioner shall approve the dissolution unless, after a hearing, the
commissioner finds that dissolution of the mutual holding company would cause the

converted insurance company to become insolvent, would be unfair or inequitable to
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1 and any excess over such amounts shall be paid into the state treasury to the credit
2 of the common school fund.
3 (END)

B
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State of Wisconsin / OFFICE OF THE COMMISSIONER OF INSURANCE

121 East Wilson Street « P.O. Box 7873

Tommy G. Thompson
Madison, Wisconsin 53707-7873

Governor

Phone: (608) 266-3585 « Fax: (608) 266-0935

Connie L. O'Connell E-Mail: information@oci.state.wi.us
Commissioner http://badger.state.wi.us/agencies/oci/oci_home.htm
DATE: September 30, 1999
TO: Pam Kahler

Legislative Reference Bureau

FROM: Eileen Mallow
Office of the Commissioner of Insurance

SUBJECT: LRB-0203/P2
Thanks for the timely drafting of our requested changes to the security fund statutes.
In the draft, you asked for additional information from the agency on the following items:

1. The second initial applicability language is correct as drafted with liquidation orders entered
on the effective date.

2. 5.646.13(3)(c)1. is correct as drafted.

3. s. 646.13(3)(a) and (b) are correct as drafted.

4. s.646.31 (3)(c) is correctly drafted.

In addition, we have identified several additional drafting changes we would like incorporated into this
bill. Thave attached1.RB 515/1 technical changes to the mutual holding company law for incorporation
into LRB{0203/P2 have attached a copy of a memo from Fred Nepple with a number of other
technical changes we would also like added to LRB-0203/P2. Finally, an amendment to s. 632.47 is also

attached.

Thank you for your assistance. Please let me know if you have any questions. I can be reached at 6-
7843.

attach e .
! .

L




State of Wisconsin / OFFICE OF THE COMMISSIONER OF INSURANCE

Legal Unit

gzmer’nn;; rG Thompson 121 Ea:: VXiIson ai;eel * P.O. Box 7873
Vi adison, Wisconsin §3707-7873
Connie L. O'Connell July 29’ 1999 Phone: (608) 267-9586 » Fax; (608) 264-6228
s E-Mail: Legal@oci.state.wi.us
Commissioner http:/fbadger.state.wi.us/agencies/oci_home.htm

. To: Pam Kahler, Attorney, Legislative Reference Bureau
From: Fred Nepple, General Counsel
Subject: Additions to combined drafts-0203/P1; 0204/P1

In addition to the incorporation of the above drafts into a single draft OCI would like to
add several other items to the combined draft. Again Eileen Mallow (266-7843) is
coordinating this legislation for the office. Flease contact Eileen Mallow with any
questions. Eileen will refer you to an attorney or other OCI staff if necessary.

The additions are as follows:

Jf‘" 1 Revocation of agent licenses following suspension
Analysis
Under current law the office must suspend an insurance intermediary’s license if the
individual fails to pay support for a child or former spouse, fails to respond to a
subpoena or warrant from the department of workforce development or a child support
agency or fails to provide a social security number or federal employer identification
number. The suspension is permanent unless the individual comes into compliance

within 60 days. This legislation provides that rather than permanent suspension the
license is revoked after 60 days. '

Draft:

Section 628.10 (2) () is created to read:

628.10 (2) (¢) If an intermediary whose license has been suspended or limited under
par. (c) or (d) does not come in compliance, or correct a delinquency, within 60 days,

the license is revoked and the intermediary may be relicensed only after satisfying all
requirements under s. 628.04.

\/ 2. Clarification that failure to comply with continuing education requirements
,gaf results in automatic suspension of a license.
\ 0y Analysis

The legislation makes it clear that suspension of an intermediary license is automatic,
without a hearing, for failure to meet continuing cducation requirements.

Draft

Section 628.10 (2) (a) is amended to read:
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628.10(2)(a) For failure to comply with continuing education requirements. The

issi license of any intermediary who fails to |
produce evidence of compliance with continuing education standards set by the
commissioner is suspended. If an intermediary whose license has been suspended |

. under this paragraph produces evidence of compliance within 60 days after the date

on which the license is suspended, the commissioner shall reinstate the license
effective on the date of suspension. If such an intermediary does not produce evidence
of compliance within 60 days, the license is revoked and the intermediary may be
relicensed only after satisfying all requirements under s. 628.04.

[/ 3.“True group” requirement for life insurance repealed.
Analysis
Under current law no group life insurance policy may be issued n a group unless the
group is formed for a purpose unrelated to purchasing insurance. This legislation
repeals that restriction. No other group insurance product is curren%ly subject to
such a requirement. gt s of (116)Y
Draft
Section 632.55 is repealed.

% Immediate effective date for registered agent changes.
Analysis

Under current law licensed insurers may change registered agents only on January 1.
This legislation will allow change at any time.

Draft

Section 601.715 (2) (b) is amended to read:

601.715(2)(b) An authori

zed insurer may change its registered agent no more than
one time per year.—Any-change egistered-agent-is-effective-en-Jan e-ye

(/5. Prohibition of bonuses for life agents repealed.
Analysis

Under current law a life insurer may not pay a bonus, prize or award as a result of a
competition among insurance intermediaries. This legislation repeals that prohibition.

Draft

Section 628.77 is repealed.
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6. Clarification of authority to retain experts at the expense of insurers for
examinations or review of acquisitions.

Analysis

Under current law the office may require an insurer to pay the cost of an examination
and may require a person acquiring control of an insurer to retain experts to prepare
reports for the commission at the acquires expense. This legislation makes it clear the
commissioner may directly employ experts for the purpose of examination or review of
an acquisition and require the acquiring person or insurer to pay the expense.

Draft:

Section 601.42 (7) is created to read:

601.42 (7) The commissioner may employ experts to assist the commissioner in an
examination or in the review of any transaction subject to approval under chs. 600 to
646. The insurer or the person attempting to acquire, acquiring or controlling the

insurer shall pay the costs incurred by the commissioner for the expert and related
expenses.

Sections 601.43 (3) and (4) are amended to read:

601.43 (3) Audits or actuarial evaluations. In lieu of all or part of an examination

- under subs. (1) and (2), or in addition to it, the commissioner may order an

independent audit by certified public accountants, er-actuarial- evaluation by
actuaries, or other evaluation by an expert approved by the commissioner of any
person subject to the examination requirement. Any accountant-es, actuary or expert
selected is subject to rules respecting conflicts of interest promulgated by the
commissioner. Any audit or evaluation under this section is subject to s. 601.44, so
far as appropriate.

(4) Alternatives to examination. In lieu of all or part of an examination under this
section, the commissioner may accept the report of an audit already made by certified
public accountants-ez, actuarial evaluation by actuaries or evaluation by an expert
approved by the commissioner, or the report of an examination made by the insurance
department of another state or of the examination by another government agency in

/this state, the federal government or another state.

Q/ 7. Additional authority for the commissioner to limit investments in

subsidiaries.
Analysis

Under current law insurers are authorized to invest in subsidiaries. The amount of
the investment is not limited unless the commissioner adjusts capital requirements to
limit the level of investments that may be made in a subsidiary. This legislation
makes it clear the commissioner may adopt standards limiting the amount of
investment in a subsidiary.
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Draft

611.26(1)) Insurance subsidiaries. An insurance corporation may form or acquire
subsidiaries to do any lawful insurance business. There is no limit on the amount of

. investment in such subsidiaries except the commissioner may by order or rule
establish a limit and that for purposes of ss. 623.11 and 623.12, the total value of the
outstanding shares of such a subsidiary shall be deemed to equal the amount of
surplus possessed by the subsidiary in excess of its security surplus, as determined
by the commissioner under s. 623.12.

{ /f 8. Exception from the hearing required for review of transfer of control of an
- insurer without change in ultimate controlling party.

s9  Analysis

Under current law control of an insurer may be transferred only after the
commissioner approves the transfer. The commissioner is require to hold a hearing
prior to approving or disapproving the transfer of control. This legislation allows the
commissioner to approve or disapprove a transfer within a holding company system
without a hearing.

Draft

Section 611.72 (3) (intro) is created to read:

611.72(3) (intro.) Grounds for disapproval. The commissioner shall approve the plan if
i the commissioner finds, after a hearing, unless a hearing is not required under sub.

i (5), that it would not violate the law or be contrary to the interests of the insureds of
any participating domestic corporation or of the Wisconsin insureds of any
participating nondomestic corporation and that:

/
\/ Section 611.72 (5) is created to read:

P
w;\\ \g{“‘i 611.72 (5) TRANSFER OF CONTROL WITHIN A HOLDING COMPANY SYSTEM. A
~“ 7 hearing is not required under sub. (3) if the proposed acquirer is, or merger is with, an
- affiliate of the insurer, and the proposed transfer of control or merger does not change
“ the ultimate controlling person of the insurer.

ig \/9. Clarification that the commissioner may exchange confidential information
> with other regulators and law enforcement authorities.

Analysis -

© 7™ of examination of insurer for the purpose of carrying out the commissioner’s
regulatory functions. Current law gives the commissioner the right to keep such
$Q>")  exchanges of information confidential and privileged. This legislation makes it clear
) that the commissioner may keep confidential and privileged information which it
shares with international, federal or state regulatory authorities or law enforcement
agencies. :

.
A -
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. A
%‘»U:yufg Under current law the commissioner may exchange information obtained in the course
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The National Association of Insurance Commissioner’s requires, as part of its
“accreditation” program, that state insurance departments share examination
information with other state insurance departments. In addition financial institutions

. regulated by other state or federal regulators are increasingly affiliating with insurers,
requiring close coordination and confidential communication of information.
Information must be exchanged on a confidential basis with all levels of law
enforcement agencies.

Draft
Section 601.465 (3) (intro.) is amended to read:

601.465 (3) (intro.) Testimony, reports, records and information that are obtained by

: V«SL the office from, or provided by the office to, any of the following, under a pledge of
MQB’“'@ confidentiality or for the purpose of assisting in the conduct of an investigation or
- examination:

Section 601.465 (3) () and (f) are created to read:

601.465 (3) (d) An international, federal. state or local government regulatory or law
enforcement agency.

(d) An agent or employe of an agency described under par. (e).

("10. Clarification that medicare + choice plans are subject to standards applied
J,?" to medicare related products.

B

Analysis

Under current law medicare + choice plans are subject to standards applied to
medicare replacement products. This legislation provides additional statutory
authority for applying medicare replacement minimum standards to medicare + choice

products.
Draft

600.03(28p) "Medicare replacement policy” means all of the following:

(a) A medicare+choice plan or a contract with a medicare + choice organization as
defined under 42 U.S.C. 1395w-28.

—a-(b) A disability insurance policy or certificate issued to a resident of this state |
pursuant to a contract between the federal health care financing administration and a
federally qualified health maintenance organization or a federally certified competitive
medical plan to provide health care benefits to persons eligible for medicare under 42

USC 1395f, 1395x and 1395mm.

(c) A plan, contract or policy that the commissioner by rule determines is similar to, or
as supplementing or replacing, the programs described under par. (a) or (b).

/\ s A Rl '”rl X mnw,ﬂ&wl ?
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AMENDMENT TO SEC. 632.47, STATS.

Section 632.47(3) is created to read:

(3) Annuities. Assignment may be essly prohibited by a group
contract providing annuities as retirement benefits|and by anmuity contracts
subject to transferability restrictions under any federal or state tax, employee
benefits or secnrities laws.

ooz



